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 City of Elgin 

Office of the City Manager 
 

City Hall  .  310 North Main Street  .  P.O. Box 591 
Elgin, Texas 78621 

 
 

                              

                                                                                     August 16, 2022 

Mayor and City Council  

City of Elgin 

310 North Main Street 

Elgin, Texas 78621 
 

Re: City Manager’s FY2022-23 Annual Budget Message 
 

 

Dear Mayor McShan and City Councilmembers, 

  In accordance with the provisions of Article VII , Section 2 of the Elgin City Charter, the proposed 

Annual Operating Budget for the City of Elgin for the Fiscal Year of October 1, 2022 through 

September 30, 2023, is hereby presented for your consideration. 

  The grand total of all appropriations for all departments, operations, and functions proposed for 

the FY2022-23 Annual Budget is $29,296,920 to be generally distributed as described herein. 

 

  The proposed FY2022-23 

Annual Budget is a zero-based, 

balanced, and appropriately 

conservative financial plan 

wherein all operating 

expenditures are supported by 

revenue generated during the 

fiscal year; and was developed 

through a comprehensive review 

of financing for all existing 

programs, operations, & services.  

  While the primary goal of the 

proposed budget is to maintain 

existing service levels, the staff 

remains focused on enhancing 

service levels wherever possible. 

  The proposed budget does not 

include deficit spending and/or utilization of fund balance for operating expenses. The FY2022-23 

Annual Budget as proposed is delineated into six (6) basic funding categories: 

¶ General Fund ($13.5M) - revenues and expenditures related to the provision of primary or 

traditional city services whose main financial support comes from tax dollars. 
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¶ Utility Fund ($3.4M) - an enterprise fund monitoring all financial transactions relating 

to the provision of potable water and sanitary sewer services through the city’s systems 

¶ Debt Management Fund ($3.7M) – all proceeds and expenditures related to servicing, 

annual debt payments, and/or management of various debt obligations 

¶ EDC/TIRZ Fund ($7.9M) – funding of economic development efforts including the City 

Economic Development Corporation and the Tax Increment Reinvestment Zone 

¶ Special Revenue Funds ($.48M) revenues and expenditures related to various projects 

and programs that are supported by a dedicated revenue stream, including grant funds 

FY2022-23 ANNUAL BUDGET - Budget Highlights and Issues 
As the City of Elgin completes its Sesquicentennial Year, the many challenges and attributes of 

historic growth and development continue to be our primary focus. The City continues to proceed 

to a doubling of its population in a very short period of time, which includes a wide range of 

benefits and service demands for city operations. 

  The City is currently projected to 

construct up to 700 new homes in calendar 

year 2022. There are currently over 10,000 

single-family homes authorized for 

residential subdivisions that are all in some 

phase of development – from platted lots to 

active construction to completed homes. 

Additional projects currently in the 

concept/discussion phase would add nearly 

3,800 more homes to this list. Including 

existing homes in the Original Town area and 

based on current activity, the City of Elgin 

and its service area could easily grow to over 

40,000 residents in the next 5-7 years. 

Although most new retail and commercial business development plans in response to this growth 

has been adversely impacted by COVID and/or supply chain-related issues, projects are continuing 

to move forward. The Circle Brewing Company project, the Poco Loco Grocery, and Burger King 

are just a few of the new businesses anticipated to open before the end of the 2022 calendar year. 

The City and its Economic Development Corporation (EDC) has also reached agreement with 

the following new businesses  and employers that are scheduled to begin construction within the 

next six months in the Elgin Business Park III  and will create hundreds of new jobs: 

o Southside Market & Barbeque (world headquarters),  

o Yerico Manufacturing Inc. (semiconductors),  

o Sykes Industries (product design & manufacturing)  

o Carr Lane Manufacturing (tooling & components)  

o Cullen Texas Health (CBD manufacturing & distribution) 

The EDC also recently announced another one-of-its-kind project with Aviators Pizza to bring 

a new family-oriented restaurant and entertainment venue to the Elgin Business Park II. 
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The City has also continued to strengthen its overall financial position and viability. The 

General Fund – the primary source of funding for basic city services - ended last year (and is 

projected to end the current fiscal year) with a healthy operating surplus; which will result in the 

continuing stabilization of its unencumbered fund balance. 

In its most recent report, the City’s Independent Auditor (Brooks Watson & Co.) produced an 

unmodified opinion in its annual audit report, the highest level of assurance that can be achieved 

through such analysis. The auditor also commented that the City’s overall financial position is as 

strong as it has been for many years. 

PROPERTY TAX 
Property taxes typically provide the largest source of money local governments use to pay for 

schools, streets, roads, parks, police, fire protection and many other services. Texas law establishes 

the process followed by city officials in determining (a) the value for property, (b) ensuring that 

values are equal and uniform, (c) setting tax rates and (d) collecting taxes. However, in the 

management of the overall cost to taxpayers, the only control exercised by the City of Elgin 

is the annual setting of the City tax rate. 

The proposed FY22-23 Annual Budget is predicated on adoption of the “Voter Approval” 

property tax rate of $.544664/$100 valuation – a reduction of $.04533 over the current rate. The 

proposed rate is also more than $.04 lower than the rate the City could adopt without automatically 

triggering an election. 

A variety of issues have come together to allow for this one-time opportunity: 

o Property tax revenue projected for FY22-23 assumes continuing moderate growth as 

home construction and development activity is anticipated to continue at the current rate.  

o For the first time, FY22-23 Budget projects the City to receive more overall revenue from 

Sales Tax than it does Property Tax (While this is obviously a sign of success, the City must 

be cautious of becoming overly dependent on a variable revenue source like sales tax to fund 

basic services). 

o Funds provided through the 2021 & 2021A Certificates of Obligation Program will 

provide sufficient capital project funding throughout the year, lessening the need for 

utilization of current-year funds. 

o This proposed tax rate would demonstrate the City doing their part in helping to lessen 

the struggle many Elgin homeowners are having with overall housing costs.  

  The adoption of the proposed rate would also result in the City decreasing its property tax 

rate by nearly 17% over a two-year period. 

 

UTILITY RATES  
The City has stabilized its Utility Fund in recent years by addressing issues related to operating 

deficits and additional debt service. As part of that effort, the Council approved a general policy 

of including a small, annual inflationary adjustments to basic water and sewer rates. However, 

given the current overall status of the Utility Fund, the proposed FY22-23 Budget includes no 

utility rate increase.  

One change that could occur to monthly utility bills is related to fees for curbside collection of 

household trash and recyclables. Waste Management, the City’s service provider, is anticipated to 

exercise their option to increase rates by 2.85%, which will be passed on to our utility customers. 
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SALES & USE TAX 
The State of Texas imposes a 6.25% sales and use tax on “all retail sales, leases and rentals of 

most goods, as well as taxable services”. The City of Elgin, like nearly all Texas cities, imposes 

an additional 2.0% sales tax to create a maximum combined rate of 8.25%. Of that total, Bastrop 

County receives 0.5% and the City Economic Development Corporation (EDC) receives 0.5%. Of 

the 8.25% sales and use tax all consumers pay in Elgin, the City receives just 1.0% in support 

of operations and services. 

The City has experienced steady growth in sales tax revenue over the last decade, but the last 

two years have produced historic 

income levels:  

¶ Total Sales Tax Revenue 

(including the City EDC portion) is 

currently projected to exceed $3.4M 

by the end of the current fiscal year 

– which would be the City’s highest 

one-year total ever. 

¶ Total sales tax revenue for the 

month of May was $348,327 – the 

highest one-month amount in the 

City’s history. 

¶ Prior to October, 2019, the City 

had a total of only four (4) different 

months - in its history - where total 

combined Sales Tax Revenue 

exceeded $200,000. In the last 

twenty-two (22) months, the City 

has averaged $205,050 in monthly total sales tax revenues. 

EMPLOYEE COMPENSATION 
The City must continue to provide appropriate and market-competitive compensation for all 

city employees in order to provide the highest possible level of services. The current state of the 

job market in central Texas, combined with the City’s need to grow staff and services, makes it 

imperative that our compensation levels be sufficient to recruit and retain a professional staff. 

Accordingly, the proposed FY22-23 Budget includes a Cost-of-Living Adjustment (COLA) of 

5.0% in base salaries for all full-time city employees that will take effect October 1. 

In addition, departmental budgets have been enhanced to allow for further adjustments in pay 

based on market analysis. Current staff assessment has indicated that while the “middle range” of 

employee compensation is comparable to other local government pay scales in our area, the City 

of Elgin’s starting pay and salaries for top level staff are not. Funding has already been included 

in the proposed FY22-23 Budget for these adjustments, however, the specific amounts and 

positions will be reviewed and approved by Council before implementation.   

Analysis is on-going, but it is currently anticipated that there will be a 15% increase in overall 

costs associated with Employee Health Insurance – for both the City and employees. The increase 

will include an upgrade in the current benefit plan. 

https://comptroller.texas.gov/taxes/publications/96-259.php
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2021COs & 2021A CERTIFICATES OF OBLIGATION CAPITAL  IMPROVEMENT  PROGRAM  
During the 2021 calendar year, the majority of City Council authorized a major step forward in 

city operations through the approved issuance of Certificates of Obligation (COs) to fund utility 

system upgrades (including the wastewater treatment plant expansion and weatherization of the 

water treatment plant), the County Line Road Phase 1 Reconstruction Project, a new Elgin Police 

Department Station, new restrooms at Elgin Memorial Park, an expansion of Veteran’s Park in 

Downtown Elgin, and upgrades to Thomas Memorial Park in addition to other projects.   

 

Unfortunately, the City was forced into an unusual and counterproductive situation of having 

to fund this program through two (2) CO issues within six months of each other.  

An alleged petition of city voters was threatened by a small group of individuals that ultimately 

resulted in the City having to fund only the Utility  projects first, with the General Government 

projects being funded by a second CO issue.  

 

As the City dealt with this obstruction, the overall total amount of CO-funded projects actually 

increased from the staff’s original proposal of $24.1M to $26.6M. 

Nonetheless, city staff, with the support of City Council, was able to overcome these obstacles 

to ultimately secure funding for these much-needed projects. Nearly all of the projects are in active 

development; with a number already completed - and all are anticipated to be completed within 

the next 12-14 months.  
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GENERAL FUND REVENUE 

The General Fund is the City of 

Elgin’s principal operating fund for 

essential city services. It is used to 

account for all financial resources 

except those required to be accounted 

for in other funds, such as the Water 

and Sewer Fund or Special Revenue 

Funds. All general tax revenues and 

other receipts that are not allocated 

by law or otherwise restricted to 

other funds are accounted for in this 

fund.  

    The General Fund is the largest 

fund for the City  and is supported by 

a variety of revenue sources. Property 

(Ad Valorem) Taxes and Sales Tax, 

however, provide the primary 

funding. 

GENERAL FUND EXPENDITURES 
The General Fund is the primary operating fund of the City and is utilized to account for all 

costs traditionally associated with city government. It is similar to a private entity’s providing 

resources to pay for the vast majority of 

administrative/operating expenses. The 

proposed FY22-23 Annual Budget 

includes total General Fund 

expenditures of $13.5M. 

Within City of Elgin operations, 

General Fund Expenditures are those 

costs associated with the provision of 

essential city services including, but 

not limited to public safety, parks, 

recreation, library, public works, 

mobility, and asset maintenance. The 

primary sources of income supporting 

the General Fund are Property and 

Sales Taxes. 

The proposed FY22-23 Budget also 

includes a continuation of our on-going 

efforts to upgrade and improve existing 

city streets, particularly in the “Original Town” area. The funding plan includes a commitment of 

$500,000 to street reconstruction and rehabilitation. This funding will position the city to invest 

$1M in street improvements over a two-year period in the “Original Town” area - one of the 

highest commitments to street maintenance ever made by the City from operating revenues. 

http://www.investorwords.com/4217/resource.html
http://www.investorwords.com/19316/operating_expenses.html
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STAFFING 
The proposed budget includes full-year funding for up to one hundred seventy-two (172) total 

city employees: one hundred thirty (131) full-time, seventeen (17) part-time positions, and twenty-

four (24) seasonal positions.   

Eighteen (18) new positions are included in the proposed FY22-23 Annual Budget: 

o One (1) Records Clerk Position in the City Manager’s Office   

o One (1) Accounts Payable Clerk Position in Finance   

o One (1) Animal Control Officer Position in Police 

o Four (4) Patrol Officer Positions in Police  

o One (1) Youth Services Assistant Position in Library 

o Two (2) Circulation Clerk Position (PT) in Library 

o One (1) Technical Services Clerk Position (PT) in Library 

o One (1) Rec Center Coordinator Position in Recreation 

o Two (2) Rec Center Front Desk Staff Positions in Recreation 

o One (1) Equipment Maintenance Technician Position in Public Works-Equipment Maintenance   

o One (1) Laborer Positions in Street Maintenance   

o One (1) Treatment Plant Operator Position in Water Operations   

o One (1) Lab Technician Position in Wastewater Operations   

  These are both challenging and exciting times for the City of Elgin and this financial plan for the 

next fiscal year will allow our operation to continue moving forward. On behalf of the city staff, I 

thank the Mayor and City Council for the opportunity to serve the citizens of Elgin during this 

historic time.  

Sincerely,                                                                                  
 

 

 

Thomas L. Mattis 

City Manager 

 

 


